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SUBJECT: CHINA'S TRADE WITH POLAND AND EAST EUROPE 
REF: PEKING 1626 

1. DURING CALL BY USLO OFFICERS AUGUST 7, POLISH COM- 
MERCIAL COUNSELLOR KOWALSKI PROVIDED ADDITIONAL DETAILS 
(SEE REFTEL) ON THIS YEAR'S SINO-POLISH TRADE 
AGREEMENT AND DISCUSSED OTHER ASPECTS OF CHINA'S COM- 
MERCIAL RELATIONS WITH POLAND AND OTHER EAST EUROPEAN 
COUNTRIES. 

2. SINO-POLISH TRADE - THE 1975 ANNUAL SINO-POLISH 

TRADE AGREEMENT PROVIDES FOR 1 13.1 MILLION (300 MILLION SWISS 
FRANCS) IN TOTAL TRADE WITH $53.9 MILLION IN POLISH 
EXPORTS AND $59.2 MILLION IN IMPORTS. EACH YEAR AN 
ATTEMPT IS MADE TO BALANCE TRADE 
AND THE PLANNED CHINESE SURPLUS WILL MAKE UP FOR 
$5.2 MILLION (SF 14 MILLION) PRC DEFICIT IN ACTUAL 
SHIPMENTS IN 1974. AFTER SEVERAL MONTHS OF NEGOTIATIONS. 
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HOWEVER, KOWALSKI SAID IT NOW APPEARS THAT CON- 
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TRACTS WORTH ONLY ABOUT $94.3 MILLION WILL BE CONCLUDED 
THIS YEAR. 

3. ACCORDING TO KOWALSKI, THE FAILURE TO CONCLUDE CON- 
TRACTS FOR ALL ITEMS LISTED IN THIS YEAR'S AGREEMENT RE- 
SULTED FROM CHINESE INSISTANCE ON OBTAINING HIGHER THAN 
WORLD MARKET PRICES FOR THEIR EXPORTS. HE SAID POLAND HAD 
ENCOUNTERED PROBLEMS WITH CHINESE PRICES IN THE PAST, BUT 
WERE HAVING UNUSUAL DIFFICULTIES IN CONCLUDING CONTRACTS 
THIS YEAR. KOWALSKI HAD NO EXPLANATION FOR THE CHINESE 
ATTITUDE, BUT EXPRESSED THE BELIEF THAT THE FOREIGN TRADE 
CORPORATIONS WERE ACTING UNDER INSTRUCTIONS FROM THE PRC 
MINISTRY OF FOREIGN TRADE TO DRIVE UNUSUALLY HARD BAR- 
GAINS IN THIS YEAR'S NEGOTIATIONS. 

4. PRC TRADE WITH EAST EUROPE - DESPITE THE PROBLEMS 

IN COMPLETING THIS YEAR'S AGREEMENTS. KOWALSKI BELIEVES 
THE CHINESE ARE INTERESTED IN INCREASING THEIR TRADE WITH 
EAST EUROPE, ESPECIALLY IN INDUSTRIAL GOODS. IN ORDER TO 
AVOID PAYING INFLATED PRICES FOR WESTERN MACHINERY AND 
EQUIPMENT, KOWALSKI SAID THE CHINESE ARE NOW SEEKING 
TO BUY EAST EUROPEAN EQUIVALENTS. AS AN EXAMPLE HE 
SAID THIS YEAR POLAND WILL EXPORT SUCH NEW ITEMS AS 30 
TON MOBILE CRANES AND FORK LIFT TRUCKS. IN DEALING 
WITH EAST EUROPE, KOWALSKI SAID THE CHINESE HAVE A 
POLITICAL PREFERENCE FOR CERTAIN COUNTRIES AND PLACED 
EAST GERMANY BEHIND ROMANIA ON THE LIST OF MOST 
FAVORED PARTNERS. 

5. SHIPPING - IN ADDITION TO TRADE, KOWALSKI SAID 

HIS COUNTRY ALSO HAS SOME INVISIBLES IN ITS BALANCE- 
OF-PAYMENTS WITH THE PRC. THESE INCLUDE EARNINGS 
FROM REPAIRING PRC SHIPS IN POLAND AND PROFITS FROM 
THE JOINT SINO-POLISH SHIPPING COMPANY, CHIPOLBROK. 
KOWALSKI DESCRIBED THE COMPANY AS A HIGHLY PROFITABLE 
AND EXPANDING VENTURE WHICH NOW OPERATED 18 GENERAL 
CARGO VESSELS (14 POLISH FLAT, 4 PRC) IN THE TWELVE 
TO TWENTY THOUSAND TON CLASS. THE LINE OPERATED 
A REGULARLY SCHEDULED SERVICE BETWEEN POLAND AND THE 
PRC CARRYING NOT ONLY BILATERAL CARGO BUT ALSO SHIP 
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MENTS FROM OTHER COUNTRIES IN BOTH HALVES OF EUROPE. 

MAIN OFFICE OF THE FIRM IS IN SHANGHAI WITH BRANCHES 
IN CANTON AND GDYNIA. 

BUSH 
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